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Consumers’ Credit 
By Donato M. Marvin, Economist, The Royal Bank of Canada 


or expansion in all types of manufacturing plants during and immedi- 

ately after the war greatly increased the productive capacity of the United 
States. It was necessary to show a corresponding increase in consumption if 
these plants were to take full advantage of mass production, reduce overhead 
per article and make reasonable earnings on the original capital plus the large 
amount of earnings which had gone into plant extensions. High wages were 
maintained, for a time farm buying power improved, labor increased its effi- 
ciency, but wholesale prices steadily declined. It is plainly evident that a 
prolonged period of saving and close buying on the part of the consumer 
would have been followed by over-production in many lines, the closing of 
large numbers of plants and an unusually severe recession. It was necessary 
to produce “luxury products” as well as “essential products” if a high level 
of employment was to be maintained and the buying power of the wage-earner 
kept at such a point as to encourage this large scale production. It was this 
situation which led to the creation of a tremendous volume of consumers’ 
credit through the wide extension of the partial payment plan, and it was in 
this manner that increasing sales resistance was overcome. 

In a recent issue of the Annals of the American Academy, Dr. Wilbur C. 
Plummer, of the University of Pennsylvania, estimated the present volume of 
this type of credit. Out of 70 billion dollars’ worth of goods sold to the ulti- 
mate consumer in 1925, 6 billion, or 5 per cent, were sold on the partial pay- 
ment plan, but less than two and three-quarter billion dollars of credit was 
outstanding at the end of the year as compared with total outstanding credits 
of various kinds amounting to 130 billion dollars. He states that while the 
new automobile, for instance, costs the consumer 11-23 per cent more than 
if he pays cash, yet the consumer gets the car at a price far below that which 
it would be necessary to pay if the production was on a smaller scale. 

The outstanding question under general discussion concerns the ultimate 
111 
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effect of this type of credit on business. While it is certainly too early to 
advance any decided opinion, the arguments for and against consumers’ credit 
are worthy of careful consideration. The view that this increased purchasing 
power constitutes a new stimulus which will have a permanent effect Upon 
industry is opposed by the view that when this temporary stimulus has ex. 
hausted its effect, the volume of demand will return to a normal consonant 
with the regular increase in national income, due to the steady annual increase 
in population. 

Those who take the former view argue that purchase of goods under this 
plan increases consumption for the moment, but that expenditure in excess of 
income continued in this manner for a number of years must be followed by 
a period of reduced expenditure and saving. Accentuated difficulties in the 
business cycles during the period of retrenchment are anticipated. In dis. 
cussing this question, the old proverb is quoted to the effect that “We cannot 
have our cake and eat it.” An analogy is brought out comparing the unpaid. 
for goods in consumers’ hands to the large inventories usually held by middle. 
men at the end of a period of rising prices. These goods, in the hands of the 
consumer, would be second-hand and even less saleable than the goods for- 
merly held in inventory and the attempt to re-market them would satiate de- 
mand in much the same manner as would the forced sale of inventoried mer- 
chandise. With demand supplied, factories would close and the familiar 
phenomena of over-production again become apparent. In advancing this | 
argument it is suggested that the new industrial crisis would be even more 
severe than the old, since people who were out of work would be in no posi- 
tion to pay further instalments on the merchandise in their possession, and 
people who were in debt would have to wait for a period before being able 
to resume their normal amount of buying; moreover, the second-hand mar- f 
ket would be so glutted that there would be little to be regained through re- 
calling goods. It is further stated that the elaborate system of checks and 
balances which regulate the general credit market, in relation to the demand 
of industry, does not operate to control this form of credit, that this then is 
really a form of unhealthy inflation and that uncontrolled credit is really a 
great menace to the financial stability of the country. 





Over Expenditure Followed by Period of Saving 


Summarizing the viewpoint of those who regard the partial payment plan 
as of doubtful value, the prosperity which is attributable to this form of 
over-expenditure can only produce temporary expansion and, like any other 
form of inflation, it must be followed by a period of saving. The extra plant 
required for this over-production becomes useless during a period of norm 
purchasing, and the process of recovery from this form of inflation may bk 
even more difficult than the former periods of recovery which the country has 
experienced. 
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wt Those who make a more optimistic interpretation of the results of this 
rasing EW kind of credit, state that this credit is susceptible of more highly spe- 
upon cialized control than is bank credit. Bank credit in its very nature is granted 
13 ex. | to many kinds of industry and the banks are not always intimately familiar 
onan | With the prospects in each industry. Those who sell automobiles on the par- 
crease tial payment plan have made a specialty of this one line to such an extent that 
the losses experienced to date have run at a rate of less than one-half of one 
this per cent. In reality, there is a high degree of special skill used in the de- 
058 of velopment of this kind of credit. 
ed by It is doubtful whether companies selling on the partial payment plan 
in the would actually seize the merchandise during a time of depression ; they would 
1 dis. | have to be prepared to carry many clients on their books and to reduce the 
anno | size of the instalments demanded or perhaps permit the client to suspend pay- 
apa ment entirely. Reduction of the size of instalments demanded, rather than 
iddle. § strict payment, would be characteristic of such a period. No company could 
of the & afford to take over any large amount of merchandise and the promise to pay, 
5 for- supported by both the retailer and individual client, would be a better asset 
te de. | than second-hand goods. 
- mer- 
miliar § Credit for Capital Expenditure 
g this f The rapid development of the industrial age brought great need for a 
more} type of credit which could be used for capital expenditure in plant, equip- 
Pos § ment and inventory. The fiscal machinery for this type of credit developed 
» and rapidly. Credit for purposes of production is no more essential than credit 
g able F for consumption, and a large part of the lack of balance in the commercial 
mat § structure is due to lack of balance between production and consumption. 
gh re The question is not simply one involving over-expenditure of income on 
s and the part of certain individuals or classes—this new expenditure also creates 
wor employment and income for others. The use of the automobile in the United 
a : States was at first looked upon as a national disaster on the theory that it in- 


volved the waste of a large proportion of national income; yet, in actual prac- 
tice, the millions of men employed in the manufacture, distribution, and 
maintenance of the American automobile have tremendously increased the 
national income and the national buying power in relation to every other kind 
t plan} of product. The argument at this point is not to the effect that wasteful ex- 
m off penditures are justified, but rather that the automobile has proved itself to 
othe be a necessity as well as a luxury and a form of wealth production as well 
plant § as a mode of wealth expenditure. In this connection it should not be for- 
ormél @ gotten that the partial payment plan offers an inducement to save on the part 
ay bk § of many people who would not otherwise save. Saving in this form creates 
immediate employment and the article bought is a tangible inducement toward 
continued effort to increase the individual’s saving. In point of fact, savings 
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accounts have not suffered as a result of granting this type of credit. This jg 
particularly true of partial payments as applied to the automobile, furniture 
and real estate. 

Many years ago, Simon W. Patten, the most far-seeing Economist that 
the United States ever produced, stated that the whole system of economy 
was changing more rapidly than business men or economists realized. From 
his viewpoint, the industrial age with its huge productive capacity was making 
it no longer Utopian to dream of abolishing poverty and wiping out unem- 
ployment. Prosperity had become common rather than exceptional, and the 
rising standard of living became recognized as the natural product of a capi- 
talistic society in an industrial age. These constant improvements in the 
standard of living throughout society constitute a conclusive answer to bol- 
shevism. Under no other organization of society has the general standard 
of living been so high. The improvements that are taking place from within 
constitute the best proof of the adaptability of our present organization to new 
conditions. Never before have industrial and financial leaders so clearly 
recognized the necessity of maintaining the buying power of the worker and 
the farmer. With the realization of the vast waste involved in the rise and 


fall of business activity, has come more highly co-ordinated effort toward re- J 


ducing this fluctuation and maintaining wages at such a level as to ensurea 


steadily increasing volume of consumption. Simplification and standardiza- 


tion are improving the efficiency of industry, customer and employee owner- 
ship is increasing the interest of the individual in the profits of industry, and 
the partial payment plan is looked upon as an efficient step toward improving 
the balance between production and consumption. While this viewpoint may 
be over-optimistic, so far as immediate results are concerned, yet this side, 
as well as the pessimistic side, must be considered before one comes to a final 
conclusion on the subject. 


Those who take a medium viewpoint and are neither enthusiastic advo- f 


cates of the partial payment plan as a “cure-all” for industrial depression, nor 


opponents because of a puritanical belief in the virtue of saving, are studying § 


the plan in relation to the present situation in the United States without com- 
mitting themselves to a decided position either for or against it. With the 
present large gold supply in the United States, and the large volume of credit 
available from the Federal Reserve System, it is unreasonable to believe that 
the general price level is going to be much lower. Under these circumstances 
there may be some tendency of the retailer to increase inventories. The 
downward trend of prices has been no small factor in accentuating the pres 
ent tendency towards reduced inventories. As yet, there is no indication of @ 
decrease in consumers’ demand, and the bogey of over-production is being 
met to an increased extent by the regulation of the volume of consumption. 
Increased sales resistance has brought on the necessity for steady reduc: 
tion in prices and further extension of the instalment plan. Present price 
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are possible only because of the large volume of production; reduced produc- 
tion would probably lead to higher costs and eventually to higher, rather than 
to lower, prices. With any increase in prices, there might be some tendency to 
reduce the liberality of the terms of payment demanded from the consumer. 

The theory that consumers’ credit is just as important a factor in the 
balance of industry as producers’ credit is worthy of careful consideration. 
Diversity of risk is certainly tremendously increased when credit is given to 
the individual consumer rather than to the producer and merchant. Careful 
consideration is due the argument that consumers’ credit is a more balanced 
type of medium than producers’ credit-—the size of the credit created bears 
a more exact relation to consumption demand and this factor in itself makes 
for more balanced production. If it is true that more skilful management 
of industrial credits by the Federal Reserve System and this new consumers’ 
credit show a tendency to reduce the psychological factor in the business cycle, 
they may do something to ameliorate the severity of the cycle, and any factors 
which reduce the severity of the cycle will be welcomed. Increased consump- 
tion is itself a process tending towards increased buying power and this factor, 
together with the diversity of risk involved in consumers’ credit and the cumu- 
lative added buying power for the community, seem to stamp this new de- 
velopment, properly controlled, as a distinct step forward. 


Management’s Contribution to National Welfare 


By F. L. Sweetser, General Manager 
Dutchess Manufacturing Co. 

R. SAM A. LEWISOHN, the Chairman of the Board of the American 
Management Association, is quoted from a recent publication as saying, 
“Most of the evils that are present in industry now are an outcome from 
the time when master and man worked side by side.” And in reviewing what 
management has done and what it has contributed, it is well enough for us to 

think about the history of management. 

There was a time which some of us are not too old to have forgotten, 
when there were present in industry certain things that were not particularly 
desirable and for which management was responsible. We have passed from 
that period through a period of transition into the present one. In the former 
period, management was arbitrary; now it is tolerant. Then it was secret; 
now it is open. Then it did not pay much attention to the rights of the em- 
ployees nor to the rights of the public; today both of these groups are care- 
fully considered. 

What is national welfare? I should say that a high standard of living 
such as we enjoy in this country, is decidedly national welfare. Our advan- 
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tages of health and sanitation, of fire, life and accident insurance, of educa. 
tion—not only the education in the school but the education in industry and 
co-operation which is possible today are decidedly national welfare. 


Management Defined 


What is management? Certainly it is not the giving of orders and the 
making of decisions. I like the story they tell about Ogden Armour when 
one of the managers from a distant city came to his office by appointment, and 
going over a bunch of blueprints and specifications for about an hour, finally J 
said, so it is reported: 

_ “All right, I think you understand the proposition and these buildings. What js 
it you want me to do?” 
“I want you to tell me whether you want to build these buildings.” 


“IT hire you to make your own decisions. When I have to make them for you | 
don’t need you. Go back and do as you please, but take the consequences.” 


Henry Dennison says that what management must do is to devise, depv- 
tize and supervise. Mr. Musil, who spoke at one of our recent meetings, said 
once: “Supposing he doesn’t do it?” That is one of the greatest contribu- 
tions that management has made—the supervising of the work of industry, 
Management must recognize first the human element. Management’s great- 


est job is to select the organization and to work with it. The American Man- f 
agement Association as it is organized is a good example of that—we have 
the departments which the manager must work through—the department of 
marketing, the department of production, the department of finance and the 
department of office executives, and management working through those func- 
tions produces its results. It is my opinion that there are two particular con- 
tributions which management has made: 


1. The development and fostering of leadership. I want to tell a little 
homely illustration. In our own organization, in our central shop committee, 
composed of ten, we have always had a chairman selected because we felt it 
was necessary to have in that important committee a chairman who understood 
something about how to run a meeting. But in this meeting the other day a 
motion was made to elect as chairman of that committee, one of our sewing 
machine operators who had been a member of that committee for several 
years. I confess that when this girl went to the platform I had some misgiv- 
ings, but she handled that meeting and one since so much better than the man 
from the management group had ever done it, that we were all surprised. We 
had developed leadership without knowing it. Management has contributed 
the leadership that we are developing by our co-operative methods. 

2. Dr. Mann suggested this other thing to me during a recent converse 
tion: What business wants is more co-operation so that we will need less 
government. 
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THE MANAGEMENT INDEX 
Abstracts and News Items 


FINANCIAL MANAGEMENT 


Why Profits Vary From Expectations 

Six principal causes of lost profits are: 
|. price variance; 2. volume variance; 3. 
normal expense variance; 4. manufacturing 
cost variance; 5. idle capacity variance; 
6, abnormal expense variance. The trends 
of such variances are the real ends in 
view in using accounting as an aid to 
management. They may be of appreciable 
assistance in deciding upon policies be- 
forehand or in controlling expenditures be- 
fore spending is done. By Eric A. Cam- 
man. Manufacturing Industries, February, 
1927, p. 107 :3. 


Why Our “Gold-Egg Hens” Depart 
The Associated Industries of Massachu- 
setts recently analyzed the local tax rates 
of about 225 industrial cities and towns. 
These fall into 21 tax rate groups. The 


rate per $1000 valuation for groups 1-10 
ranges from $20.-29.; that for groups 11- 
21 from $29.-50. 53 per cent of the popu- 
lation of industrial centers, including 24 
cities, fall under groups 11-15, running a 
tax rate from $30.-34. Holyoke with its 
$23. tax rate, and North Adams with its 
$25.80 tax rate, rank apparently as the two 
most desirable industrial locations in the 
State, considering that local taxation is 
one of the principal items of company 
overhead expenditures. The tax solution 
for groups 16-21, where local rates are 
higher than average and frequently obvi- 
ously excessive, lies with each municipality. 


The Associated Industries of Massachu- 
setts suggest that manufacturers in the 
54 locations comprising these groups 
should attempt to arouse the tax conscious- 
ness of their respective communities. They 
should get together with local finance 
commissions, or town appropriation boards 
and stress the tax differential operating 
against them. Industrial coops are being 
skinned by the municipal tax collector to 
the detriment of the State. Therefore mu- 
tual consideration of the high cost of 
municipal housekeeping is required in the 
common interest, and is bound to yield 
constructive results looking toward the 
reduction of local taxation. Local manu- 
facturers backed by local public opinion 
should take the lead in local tax reform, 
for they have most at stake. Unless 
municipal expenditure be curbed local in- 
dustry will hesitate to expand, while new 
manufacturing concerns will shun Massa- 
chusetts because of its unfriendly tax 
laws. Industrial attention has been freshly 
focussed upon this situation by the recent 
decision of Brockton’s richest citizen, 
Edgar B. Davis, to establish his legal 
residence in Texas because of excessive 
Massachusetts income taxation. The tax 
collector’s reply was a defence of this 
law, and an admonition to business own- 
ers to engage the service of an expert 
tax consultant, who would point out the 
legal method of keeping income taxation 
within reason. By Orra L. Stone. IJn- 
dustry, January 22, 1927, p. 1:4. 
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OFFICE MANAGEMENT 


Organization: Job Analysis, Employment, Pay, Tests 


Payment of Office Workers 
A description of the possibilities the in- 
centive method of payment offers, illus- 


trated by several company experiences. 
The American Stationer and Office Man- 
ager, February, 1927, p. 7:3. 


A Comparison of Ratings on Different 
Traits 


The rating scale, even at its best, is 
far more subject to error and personal bias 
than are more objective modes of measure- 


ment. In the use of ratings, it is im- 
portant that the various limitations be 
recognized and that efforts be made to 
improve the rating procedure and to pro- 
vide a more adequate basis for the esti- 
mates. In the last of his series of four 
articles, Dr. Kornhauser points out certain 
suggestions for the improvement of ratings 
on the basis of an examination of the re- 
liability with which different traits are 
rated, and the extent to which ratings on 


Administration: 


How We Eliminated the Blind Alleys 
in Correspondence 

A suggestive outline for correspondents 
includes these items a writer must know: 
1. The purpose of the letter, what is must 
accomplish. 2. Something about the read- 
er, the man to whom he is writing. 3. 
What specific information he must give his 
reader. After the letter is written these 
questions help size up its worth: 1. Is 
the appearance of the letter pleasing to 
the eye? 2. Is the letter easy to read? 
3. Is the letter interesting? 4. Did I get 
down to “brass tacks” at once? 5. Have 
I given my reader the facts that he wants? 
6. Have I given my reader a definite ac- 


different traits duplicate one another. By 
Arthur W. Kornhauser. The Journal of 
Personal Research, March, 1927, p. 440.7 


The Shorthand Typist and After 

The able shorthand typist, who would 
forge ahead and win quicker promotion, 
must determine to become a definite per. 
sonality in busjness by cultivating self. 
In addition she is advised 

preferably in 


confidence. 


to specialize, commercial 


arithmetic and principles of accounting, a 
helping her to a better understanding of 
her employer’s affairs. A knowledge of 
German and Spanish is also suggested as 
a useful specialty. Her choice of sub- 
jects will be largely determined by the 
kind of business in which she seeks dis- 
tinction, by her taste and temperament and 
the openings to which she may legitimately f 
aspire. By Michael Renton. Business 
Organization and Management, February, 
1927, p. 317. 


Regulations, Supplies, Communications 


tion-impelling suggestion? 7. Have I in 
creased the good will of my firm? By 
W. H. Minton. The American Stationer 
and Office Manager, February, 1927, p. 
16:5. 


Handling Office Supplies With Least 
Loss 

An efficient method of purchase, stot- 
age and issue, with illustrations of a m* 
terial record card and a table of specif 
cations. In storing, definite rules should 
be set up and followed: easy inventory, 
clear separation of materials, oldest m* 
terials on top, are requirements to kee 
in mind. A practical inventory contrdl i 
described. By John A. Fisher. Manufac- 
turing Industries, February, 1927, p. 121: 
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Fresh Slants on Correspondence 

A general manager of a large concern 
discovered that the expense and waste in 
correspondence was at the top, among ex- 
ecutives, not among the clerical staff. Now 
the system is entirely different. Mail is 
sifted from bottom to top instead of from 
top to bottom. A clerk distributes the 
mail according to departments, and it is 
handled by competent stenographers fami- 
liar with the routine, unless something 
unusual arises; then, and only then, it is 
referred to an executive. 

The stenographer is expected to read 
the trade papers that come to the chief’s 


desk, to become familiar with the prob- 
lems of the industry as a whole, and the 
names of outstanding individuals includ- 
ing competitors, specialists and so forth. 
In most cases, with such training half of 
a man’s daily mail can be answered by a 
good stenographer without dictation. The 
other half comes to him so well prepared 
that it can be disposed of at one sitting. 
The stenographer reads the mail before it 
goes to her chief’s desk; she hunts up 
needed facts, attaches whatever back cor- 
respondence or reference material is neces- 
sary, and is as well informed about every 
letter as he is. By Eleanor Gilbert. The 
Office Economist, March, 1927, p. 3:3. 


Space: Location, Equipment, Arrangement 


Positive Ventilation Needed 
Positive ventilation is as necessary as 
sufficient lighting, for nobody can work at 
his best without an adequate supply of 
fresh air. Each person needs about 2,000 


cc. of fresh air per hour in order to pre- 
serve health balance. In an average bank- 


ing office room this would mean an en- 
tire change of air about every five min- 
utes. The mechanical means described to 
provide the required ventilation include 
electric fans, ventilating ducts and adequate 
outlets to maintain fresh air in banks. By 
S. M. Simmonds, Jr. The Bankers Month- 
ly, March, 1927, p. 26. 


PRODUCTION MANAGEMENT 


Industrial Economics: Labor and 


Imnugration. 


International Cartels 
International cartels have multiplied, and 
although they declined during the war, as 
would be expected, they have since grown 
rapidly in number and importance. We 
stand very probably at the present only 
at the beginning of this movement. 


The forms of international cartels are 
the same as those of individual countries; 
namely, price, production and territorial 
division cartels, which, of course, may be 
combined. Also there are the three more 
highly organized forms, namely, supply, 
outlet, and profit-sharing cartels or 
syndicates. Another distinction is im- 


Capital, Legislation, Wage Theory, 


portant; namely, agreements between the 
national cartels of different countries and 
monopolistic agreements directly between 
the entrepreneurs of several states. An- 
other type is that connected with patent 
utilization. 


The initiation and encouragement of 
international cartels today are _ political 
measures, and although the demand for 
such combinations as a rule comes from 
businesses which through the war and 
through other political regulations have 
been seriously disturbed, they are consid- 
ered by politicians as one of the most im- 
portant means of overcoming these eco- 
nomic injuries. So I believe that once 
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more the power which was meant for evil 
has created good and has been an im- 
pulse toward progress, even against the 
will of the participants. How far inter- 
national cartels and international concerns 
are the predecessors and are preparing the 
way for customs agreements, or to what 
extent they operate towards tearing down 
tariff barriers, cannot, of course, be 
stated with any assurance. By Robert Lief- 
mann. Harvard Business Review, January, 
1927, p. 129:20. 


New Spirit of American Industry 

Humanics, the science of handling and 
developing of men, is now as much a part 
of the work and responsibility of manage- 
ment as are the production and distribu- 
tion of the product. Evolutionary changes 
in our economic development have grad- 
ually brought about a condition where 
the capital absorbed by industry is sup- 
plied by the masses instead of by a few 
capitalists as it was in earlier days. The 
highest possible standards of wages are 
essential as the buying power of the 
masses is now necessary to sustain the 
vast scheme of mass production. Industry 
must stand ready to occupy the new fields 
that will constantly be opened by science. 
By George M. Verity. The Iron Age, 
Jan. 6, 1927, p. 25:2. 


Changes in Economic Welfare 
Denver and Colorado 


A detailed study of business conditions 
in Colorado including a great many sta- 
tistical tables and some excellent charts 
showing cyclical changes in economic con- 
ditions from 1900 to the present time. 
University of Denver Business Review, 
January, 1927, 70 pages. 


Predicting a New Wage Policy 
If, as many keen observers believe, we 
are approaching a situation when it will 
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be increasingly difficult to market an ever 
increasing flow of goods at a profitable 
price, what will be the attitude of the larger 
employers? When the cost of production 
approaches the highest possible selling 
price, will they cut wages or reduce the 
number of workers, or both? 

But it is just on this point that the at. 
titude of employers seems to be changing. 
Several representatives of capital have ex. 
pressed themselves as believing that if three 
or four large employers of labor would 
simultaneously raise wages and lower 
prices when a business crisis is impending, 
the whole tide of business would be 
changed. 

Increased efficiency in production will 
help only if there is at the same time an 
increased purchasing power to absorb the 
increased supply of goods. If it merely 
adds to productive capacity, it might ag- 
gravate rather than relieve the present sit- 
uation. By W. L. Wanlass. The Bur- 
roughs Clearing House, March, 1927, p. 
253. 


What Do Statistical “Demand Curves” 
Show? 

Many questions of practical importance 
hinge upon the elasticity of demand, or of 
demand and supply. But statistical de- 
mand curves must be interpreted in the 
light of the nature of the original data 
and of the methods of analysis used. It 
is important to know whether the supply 
or demand curve is more variable; the 
market to which the price and quantity 
data refer; the extent to which “other 
things are held equal”; and whether the 
shifting of the supply and demand curves 
is correlated at random. 

For precision, it is preferable that the 
data of price and quantity should refer to 
the same market. Furthermore, the point 
in the market chain must be specified and 
the results interpreted accordingly. If it 
is not possible to determine the correlation 
between shifts of the demand and supply 
curves, it should be carefully noted that 
the demand curve which is obtained is quite 
likely not to hold true for periods other 
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than the one studied, and connot be treated 
as the demand curve of economic theory. 
By E. J. Working. The Quarterly Journal 
of Economics, February, 1927, p. 212:24. 


Productivity and Wages in the United 
States 

Despite the fact that increased produc- 
tivity is common knowledge, very little has 
been done to express the increase in any 
precise way. There seems to be no gen- 
eral agreement as to the relation of pro- 
ductivity to wages, in fact, it is painfully 
clear that there is no simple harmonious 
relation between them. One point which 
must be emphasized, is that high wages, if 
they are to mean anything at all, must be 


accompanied by low prices. A fall in 
prices is just as good for the worker as 
a wage increase. Another point, equally 
as simple, is that the problem is compli- 
cated by the uncertain meaning of the 
term “wages.” Illustrations are given 
showing that wages and hours are also 
hopelessly bound up together. 

The growth of large corporations, the 
development of the banking system, and 
the growing acceptance by employers of 
responsibility for stabilized production are 
all producing a situation which is favor- 
able to the success of a policy of unre- 
stricted production on the part of the work- 
ers. By Ewan Clague. American Feder- 
ationist, March, 1927, p. 285 :12. 


Plant: Location, Lighting, Heating, Ventilation 


How Efficient Lighting Affects Produc- 
tion and Profits 


The first of a series which will acquaint 
the executive with the dollars and cents 
importance of intelligent attention to in- 
dustrial lighting. By H. J. Littlefield. Jn- 


dustrial Management, February, 1927,. p. 
98 :3. 


Superpower: What It Means to Manu- 
facturing Costs 


Reduced expenses, markets more easily 
reached, and a better labor situation are 
among the promises of superpower to the 
manufacturing plant. A striking example 


of how intimately the superpower move- 
ment touches the interest of the manufac- 


Employee Service: 


Democracy in Employee Welfare 
The chief objective of the Contact Club 
of Manning, Maxwell & Moore, Inc., is to 
promote mutual understanding and a great- 
er spirit of friendlines and co-operation 


among the operatives and between the 
workers and the management. The em- 


turing plant is to be found in the marked 
industrial development of the South. 
From Birmingham to Raleigh a great 
transmission system extends bearing a po- 
tential of not less than 100,000 volts. 

The manufacturer who seeks the most 
advantageous location for his factory will 
be able to ignore soon, to a great extent, 
the present weighty question of adequate 
and economical power supply. He will be 
able to locate his manufactory in prox- 
imity to the sources of his raw material 
supplies, where overhead expenses are rela- 
tively low, and where his labor market will 
gladly follow. To compete in today’s mar- 
kets long distance transportation charges 
should be borne on only the finished prod- 
uct. By W. S. Murray. Factory, Feb- 
ruary, 1927, p. 766:4. 


Hygiene, Recreation, Lunch Rooms, Stores 


ployees themselves worked out the details 
of the organization and general set-up of 
the club; and conduct it without interfer- 
ence or guidance on the part of the com- 
pany executives. The Club is financed en- 
tirely on the monthly 35 cent membership 
dues. Its artists are strictly home talent 
of a very respectable quality. The Club 
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controls all factory athletics and engages 
in some employee educational work. The 
success of the Club has been particularly 
marked in promoting cordial contacts 
throughout the company and in effecting 
better production records. Connecticut In- 
dustries, February, 1927, p. 15. 


Home Ownership Increasing 

Higher wage levels and the economic 
value of prohibition have been responsi- 
ble for the marked increase in home owner- 
ship among workers during the past few 
years. In 1920 there were only 45 home 
owners to every 100 people in the United 
States, but at the present rate of increase 
more than one-half the population will own 
their homes by 1930. The aid which the 
banks are giving to this movement is in- 
dicated by the fact that in July of last 
year 58 per cent. of the resources of all 
the savings banks in the State of New 
York was invested in mortgages. 

The importance of this tendency as a 
solvent of labor problems cannot be over- 
estimated. At a time when so much money 
is being spent on luxuries, financed often 
through instalment selling, every effort 
should be made to stabilize the situation. 
Employers should stimulate an interest in 
this subject among their employees. Bab- 
son’s Reports, March, 1927. 


Truth About Employees’ Cafeterias 
There are several reasons why it is 
generally unprofitable to run a strictly 
speaking employees’ cafeteria in a large 


city. Both the company and the employee 
set and expect a high standard of service 


and cleanliness. Both desire the best of 
food served. Both intend and want meals 
charged at cost. Neither company nor 
employees appreciate that the term at cost 
should include commodity cost plus true 
costs of overhead, labor, and such in- 
cidentals as ice, water, fuel, breakage, and 
thievery of equipment. A cafeteria where 
large attendance is accompanied by finan- 
cial loss may indicate that meal charges 
are too low. A self-paying cafeteria where 
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attendance is small may suggest that meal 
charges are too high. To run an em. 
ployees’ cafteria profitably a company may 
adopt several methods. It may locate its 
cafeteria so as to bid for the patronage 
by employees of neighboring plants or 
offices. Or it may permit its own em. 
ployees to leave work at any time to get 
a bite in the cafeteria. Or, again, it may 
underwrite a part of the cost and charge 
it to good will. Even though the em. 
ployees’ cafeteria is costly to operate, 
firms running one usually consider it an 
excellent investment. It provides a place 
for safety rallies, foremen’s meetings, and 
company entertainments. It daily brings 
together the supervisory staff, who fre. 
quently work out organization problems 
across the luncheon table. It gives an 
illustration of real industrial democracy 
when executives and the rank and file 
stand in line with a tray or eat at the 
same table. It is a source of satisfaction 
and pride to employees. Outside lunch 
places will naturally attract a good per- 
centage of employees. The company con- 
sidering the establishment of a cafeteria 
service should therefore first determine 
the number and quality of neighborhood 
lunchrooms. Some practical hints on 
cafeteria management may be gathered 
from the data supplied on cost distribu- 
tion and effective operation of the cafeteria 
of the American Sugar Refining Com- 
pany. By W. P. Coster. Brooklyn, 
January 15, 1927, p. 9:3. 


Goodwill Is Steel Company Aim 


A comprehensive plan of employer- 


employee cooperation has been effectively 


worked out in the Commonwealth Steel 
Co. plant. Team work as well as the 
individual responsibility of each workman 
is stressed constantly. Educational oppor- 
tunities are offered so that an employee 
can complete a high school course while 
at work. Funds are available for loans 
in financing home building, and social life 
is provided by the Fellowship Club which 
has a house on the company’s premises. 

















There is also a community house for for- 


eign employees. The company maintains, 
in connection with the commissary depart- 
ment, a shoe repairing section where 





Training and Education: Schools, 
Publications, Bulletin Boards 


Training Future Executives in the 
Five P’s 

The five big parts of industry that should 
be taught to all who are ambitious for 
promotion are summed up under policy, 
product, personnel, production, purchasing. 
Knowledge of these, to which a knowledge 
of finance should be added, will lead to 
a complete understanding of the business 
and to increased efficiency. The young 
men should be trained by their foreman 
in company policy, stressing the quality 
factor as the firm conceives it, as a vital 
part of the company’s business and their 


own industrial education. ‘Those who as- 


pire to become future executives should 
acquire a thorough knowledge of the pro- 
duct, its use, its maintenance, the record 
of results achieved by it, and its relation- 
ship to competing products. It is equally 
important for them to study the practical 
aspects of psychology and learn how to 
handle the human relationships in indus- 
try; learn “how” men work and “why” 
they work. Concerning production the 
young men should not only be taught how 
to become skilled operators, but also skilled 
thinkers on the subject of why their job 
is done that particular way, or work is ar- 
ranged in a certain sequence. The study 
of purchasing comprehends information on 
sources of raw supplies and the meaning 
of material turnover. It should include 
some knowledge of scrap inventory, waste 
elimination, and the proper place and duties 
of the storekeeper. Promising execu- 


tive timber should be given opportunity to 
acquire all the information: possible about 
the five P’s of the business. 


After all, 
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workers may have their own and their 
families’ shoes repaired at considerable 
saving. By Burnham Finney. The Iron 
Age, Jan. 27, 1927, p. 273:4. 





Libraries, Apprenticeship, Employee 






executive knowledge does not stop at the 
universities nor at the end of a period 
equivalent to apprenticeship. It should 
never stop, and might well consist in part 
of a free interchange of ideas in any 
given company among its young personnel 
and the management, particularly the fore- 
man. By John Younger. The Foremen’s 
Magazine, February, 1927, p. 15:4. 


Selective Placement of Metal Workers 
III. Selection of Toolmaking 
Apprentices 
An encouraging feature of this study is 
the enthusiasm with which the foremen in 
the apprentice training room have taken 
to the employment tests. They have noted 
for themselves how their burdens have 
grown lighter through the elimination of 
the unsuited apprentices who formerly 
made the heaviest demands on their time 
and patience. They have seen how this 
was accomplished without diminishing the 
supply of satisfactory applicants, and with- 
out turning away from the factory those 
who are unsuited for the apprenticeship. 
By Millicent Pond. The Journal of Per- 
sonnel Research, March, 1927, p. 452:15. 


Development of Foreman Training 
Leaders 

The Department of Industrial Training 
of the Associated Industries of Massa- 
chusetts is realizing the scarcity of indi- 
viduals skilled in conference technique, 
which forms part of foremanship training. 
They are therefore conducting at the Bos- 
ton University Club weekly specimen con- 
ferences followed by discussion and critic. 
In this way each member of the group 
builds up experience “on the job” of dis- 
cussion conference development. In addi- 
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tion conference leaders are developed to 
give trained assistance to plants in laying 
out conference programs and finding and 
developing a leader within the plant to 


Ten Year Employees Get Watches 

The E. W. Gilbert Co., Ltd., Toronto, 
Canada, gives suitable inscribed gold 
watches accompanied by a handsomely en- 
graved certificate of merit to those of its 
employees who have completed ten years 
of service with the company. The watches 
are presented by the company president at 
an open meeting of all employees. The 
company has now on record 46 employees 
who have completed from 10 to 38 years 
of service. Manufacturing in Canada, 
February, 1927. p. 28. 


Group Insurance 
Group life insurance is among the plans 
taken up by industry in order to re-estab- 
lish friendly employee relations. The 
single policy contains the entire contract, 
which is issued to the employer, each em- 


ployee receiving a simple certificate which 
states the benefits provided for him under 
the group policy. Companies writing 
group insurance should maintain in con- 
nection with it a visiting nursing service 
to look after minor cases of employee 
sickness, to give health advice and elimi- 
nate employee absence from work. One 
employer claims a 50 per cent reduction of 
absences under this plan in his particular 
organization. Another company, in spite 
of providing satisfactory pay and excel- 
lent working conditions yet experienced 
a large labor turnover. It obtained free 
group insurance for its employees, who 
became enthusiastic converts to the plan 
after the first claim settlements had 
taught them the value of the insurance. 
In this company labor turnover dropped 
from 35 per cent to 15 per cent in about 
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Benefit Systems and Incentives: Group Insurance, Pensions, Vacations 
Profit Sharing, Wage Plans, Suggestions, Stock Ownership 





carry on the work. A similar group is 
being organized before long in Spring. 
field to develop foreman training programs, 
Industry, Feb. 19, 1927, p. 6. 


two years. Employees are beginning to 
realize that group insurance gives them 
in times of distress and need the benefits 
of life insurance, which they could not 
afford under other plans. The movement 
of group insurance is steadily increasing 
since its American start 16 years ago, 
Conservative estimates place the amount 
of group insurance in force at the close 
of 1926 at over five hundred million dol- 
lars, covering some 14 to 15,000 organ- 
izations and insuring about four and a 
half million industrial workers. Among 
the recent large and interesting group 
policies is that of 1917 insuring the annual 
wages or salaries of about 35,000 employ- 
ees of the Union Pacific Railroad. The 
General Motors Company recently took 
out group insurance totalling $1,000,000,- 
000 and insuring each employee of the 
parent, subsidiary and affiliated companies 
for $1,000. The company pays the first 
monthly premiums, subsequent dues being 
paid jointly, each employee contributing 
50 cents and the company the remainder. 
By Wm. L, Simrell. Brooklyn, January 
29, 1927, p. 6:3. 


Overtime Will Defeat Purpose of 
Incentive Wage Plans 

The current practice of 20 large plants 
in regard to overtime reveals that effi- 
ciency of piece workers declines on over- 
time; that it seems customary to pay from 
5 to 15 per cent bonus for permanent night 
shift work; that the making of day-rate 
allowances for delayed time has become a 
well established practice; and that when 
workers receive time and half or double 
time for working holidays and Sundays no 
extra allowance appears to be made, 
should their work extend beyond the regu- 
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r working day. When piece rates or 


la 
other incentive plans are installed over- 


time becomes infrequent. A detailed chart 
of methods of payment is given without 
the names of the reporting companies. 
By L. A. Sylvester. Manufacturing In- 
dustries, January, 1927, p. 31:5. 


The Trend Towards “Vacations-With- 
Pay” 

American industry expresses its tendency 

to shorten the working period by generally 

adopting some form of vacation plan. 


More than half a million of American 
shop and factory workers are affected by 
such plans now in force. Over one-half 
of these plans are graduated on a length 
of service basis: one week being usually 
guaranteed for one year’s continuous ser- 


A 10-Year Record of Absences From 
Work on Account of Sickness and 
Accidents 


In an analysis of a 10-year record of 
absences from work due to disability 
among employees of the Edison Electric 
Illuminating Co. of Boston, the following 
points were noted: 

1. Sickness rates covering the shorter 
illnesses computed from records of ab- 
sence among persons whose pay is con- 
tinued during sickness are not comparable 
with sickness rates covering the shorter 
disabilities among wage earners who lose 
their pay when sick. 

2. The age distribution of the personnel, 
and especially of the female personnel, 
showed a high proportion at the yourger 
ages. 


3. Among the men, sickness caused 


twelve times as many absences as indus- 
trial accidents, while among the women the 
ratio was 171 sicknesses to one industrial 
accident. 
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vice, and from ten days to two weeks ac- 
cording to from two to ten years of such 
service. Statistical evidence shows that 
for most typical plans the cost is approxi- 
mately 1.5 per cent of the annual payroll. 
In many concerns the vacation policy in- 
cludes giving advice to employees on how 
and where to spend vacations to the best 
advantage. It is generally agreed that a 
sound vacation-with-pay policy results in 
improved morale, increased production, de- 
creased labor turnover, and a reduction of 
absenteeism. One company testified that 
their liberality in granting one week’s va- 
cation with pay to every employee with 
less than ten days unexcused absence dur- 
ing the preceding year raised the percent- 
age of qualified workers from 42 to 98. 
By R. B. Williams. Pacific Factory, Feb- 
ruary, 1927, p. 21:1. 





4. Respiratory diseases caused approxi- 
mately one-half of all the absences on ac- 
count of sickness among the men; percent- 
ages among the women were not quite so 
high. 

5. Colds and other diseases of the nasal 
fossae incapacitated on the average four 
out of ten men and seven out of ten women 
annually. 

6. There were 202 absences from sick- 
ness among the women to every 100 male 
absences. 

7. The frequency of absence for one 
day or longer on account of sickness de- 
creased as age advanced, but the duration 
of incapacitation definitely increased with 
age, especially in the higher age groups. 
By Dean K. Brundage. Public Health Re- 
ports, Feb. 25, 1927, p. 529:22. 


Adapting the Feeble Minded to Industry 

Experience of the Vocational Adjust- 
ment Bureau for Girls in finding suitable 
employment for mal-adjusted, hyper-emo- 
tionalized girls suffering from various 
fears, anxieties, doubts or obsessions that 
subject them to attacks of confusion or 
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hysteria. The Bureau has_ investigated 
some 54 different occupations, visiting 


about 800 concerns in New York. Indus- 






Shop Organization: Planning, Methods, Job Analysis, Standardization, 


Waste 


Production Obsolescence 

For every item of production which is 
withdrawn from catalogs and _ current 
schedules, a determination is necessary as 
to what disposition will be made of the 
parts incident to its fabrication. The “may 
come handy” complex is inherent in most 
of us, and the easiest method is to retain 
the equipment and parts indefinitely. With 
a progressive plan, however, there ulti- 
mately comes a time when the retention 
of special manufacturing accessories be- 
comes a physical as well as an economic 
burden. Most companies establish a de- 
finite policy for disposing of this equip- 
ment, such provisions ordinarily taking the 
form of a plant committee. 

It is evident from the examples given 
that many economies and benefits can be 
obtained through a scientific study of the 
problems of production obsolescence. By 
Paul E. Holden. Kardex Institute: Gen- 
eral Business Advice, March 17, 1927. 4 
pp. 


Belting’s Two Roads From the Manu- 
facturer to Consumer 

In order to achieve more than ordinary 
success, manufacturing plants must turn 
their thoughts of cost reduction into the 
less explored and more profitable channels, 
and the mechanical transmission of power 
is one of these unexplored channels of 
waste, which through lack of understand- 
ing and co-ordination between all parties 
concerned, from belting manufacturer to 
production machine, is the cause of big 
losses. 

If the belting salesman is informed he 
may be able to exert some influence on the 
discuunt buyer, but if he is poorly equipped 
with power transmission knowledge he is 
easily bowled over and the cheapest grades 
of belting are shipped into the plant. The 
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trial possibilities for various mental ages 
are given. By Emily Burr. Industrigi 
Psychology, March, 1927, p. 132:7, 


price control system of purchasing belting 
is generally followed by slipshod methods 
of storing, selecting and installing on the 
production machine, because of the lack cf 
co-ordination in the plant. On the other 
hand, where belting comes under the head 
of “power transmission” it is not classed 
merely as mechanical goods, but great care 
is given to proper selection of type. 
With all the progress in industrial 
America, the belting over which the indus- 
trial power is transmitted so far has been 
denied scientific control and _ installation, 
This condition must be eliminated by the 
introduction of proven scientific methods 
for belting selection and power. By Wil- 
liam Staniar. Belting, Transmission Tools 
and Supplies. February, 1925, p. 15:4. 


Planning For the Physical Inventory 


This article covers preparing for the 
inventory and taking the inventory with 
special reference to a case of a large ma- 
chinery manufacturing plant, reference be- 
ing made also to other industries, namely, 
soap manufacturing, tanning, shoe manu- 
facturing, cotton textiles and the depart- 
ment store, all of which present questions 
peculiar to their own inventory taking. 
The article goes into considerable detail. 
By Stanley G. H. Fitch. N. A. C. A. 
Bulletin, January 15, 1927. 10 pages. 


A “Pussyfoot-Candle Meter” That 
Ticks 


The description of a watch carried in a 
foot-candle meter and how it was used 
to check time wasted in a factory where 
foot-candle readings were obviously low. 
A table shows, for 8 operations, speed of 
production, lost time, weekly payroll loss, 
machine “loading” cost per week, value of 
machine hours lost, total weekly loss, 
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weekly cost of lighting that would cor- 
rect foregoing condition and lighting in- 
vestment that would correct foregoing con- 
dition. By E. D. Tillson and G. K. Hess. 
Light, February, 1927, p. 29:3. 


A New Method of Stock Control 


Stock items are grouped for considera- 
tion into three classes, based upon varia- 
tion in demand, as follows: 

A. Where the future demands are 
known. 

B. Where daily demands fluctuate be- 
tween ceitain definite limits depending 
upon the number of independent requests 
per day for an article, the limits changing 
from time to time as the general demand 
for the article changes. 


C. Where demands for stock are inter- 


Labor Relations: 
Arbitration 


Comparative Survey of European Strike 
Insurance 

In Sweden, Norway, Denmark, Finland, 
France and Germany industrial employers 
have formed associations against loss by 
strikes. Membership is compulsory in 
Sweden and Denmark for all belonging 
to the existing employers’ association; in 
Germany and France for those who are 
also members of certain employer associa- 
tions. In addition France requires a five- 
year minimum membership. The insur- 
ance basis consists in Sweden and Finland 
of a definite employer contribution; in 
Norway and Denmark of the total an- 
nual payroll; in France of the gross an- 
nual company expenditures; in Germany 
of the average daily wage paid. Finland 
and Germany also offer an optional plan 
based on gross annual company expendi- 
tures, which is advantageous to industries 
whose total annual payroll does not lend 
itself readily as a basis. Amounts of 
annual insurance premiums vary, and all 
but German employers are liable to be 
called upon for supplementary payments 
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mittent and cannot be accurately estimated 
beforehand. 

The advantages of the system appear to 
be the following: 


1. The average stock is maintained at 
a predetermined value. 

2. The storeroom operates on a more 
routine basis. 

3. In a given class of stock, the de- 
sired amount of protection against run- 
ning out of stock is given to each item. 

4. The annual number of orders re- 
plenishing stock is known in advance. 

5. The amount of stock to carry can 
readily be associated with the credit sys- 
tem upon which the stock is furnished. 

6. Complete control of the operation 
of the storeroom is obtained. By R. H. 
Wilson and W. A. Mueller. Harvard 
Business Review, January, 1927, p. 197 :9. 


Collective Bargaining, Employee Representation, 


during the year. In Sweden the annual 
premium is 10 per cent and in Finland 2 
per cent of the insurance basis; in Nor- 
way and Denmark it is 6.5 per mille of 
the total annual payroll; in Germany 9.1 
per cent of the daily wage paid or 1.5 
per cent of gross annual company expendi- 
tures under the optional plan; in France it 
is fixed annually but never exceeds 1.5 
per cent of gross annual company expendi- 
tures. New members can claim strike com- 
pensation only after 90 days, except in 
Germany where this waiting period is re- 
duced to 30 days. The payment of com- 
pensation begins in Sweden and France on 
the day the insurance society has been 
notified; in Finland and Germany on the 
fourth day and in Norway and Denmark 
on the seventh day of the strike. Under 
the German optional plan compensation 
payment begins on the first day of the 
strike, and is paid, as in France, for 
every calendar day. By all other coun- 
tries it is paid for every workday, begin- 
ning with the fourth or seventh strike 
day respectively. In Sweden the amount 
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of daily compensation payment is 10 per 
cent of, while in Finland it varies accord- 
ing to, the employer’s annual contribution ; 
in Norway it is 30 per cent, in Denmark 
and Germany 25 per cent of total annual 
payroll; in France and under the optional 
German plan it is 1/365 of gross annual 
company expenditures. No strike compen- 
sation is paid by Finland in general strikes ; 
by Norway and France if membership 
contributions are overdue or notification is 
received later than six days after the be- 
ginning of the strike; by Germany while 
membership contributions are overdue; by 
Sweden not beyond the twelfth month of 
the strike. Austrian employers are con- 
sidering adopting strike loss insurance. 
Italian employers face no strike problem 
since strikes are officially banned. In the 
United States strike loss insurance is han- 
dled commercially; premiums are therefore 
high and compensation claims are restricted 
to a time limit. By Hans Richter. Der 
Arbeitgeber, Dec. 15, 1926, p. 524:3. 


Collective Bargaining in the United 
States 

The movement for collective agreements 
is a natural and almost inevitable out- 
come of the substitution of mass for in- 
dividual production. Study of this prob- 
lem from the legal standpoint is compli- 
cated by the almost total absence of legis- 


lation on the subject. In the absence of 


a contract for a fixed term, the employer 
has absolute power to discharge, and the 
employee to leave his work, and the specific 
performance of a contract for personal 
service cannot be enforced under existing 
law. The organizations themselves ex- 
press a preference for determinations ar- 
rived at by the parties, an attitude which 
has restricted the volume and importance 
of court decisions and discouraged legis- 
lation on the subject. 

However, a growing sense of the respon- 
sibility of both parties to the contract, 
combined with respect for the rights of the 
consuming public characterizes recent judi- 
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cial decisions, which are surveyed and an- 
alyzed in this article. By Lindley p, 
Clark. International Labour Review, Feb. 
ruary, 1927, p. 197 :33. 


Industrial Relations in the United States 

Six weeks of intensive study impressed 
the author with the dissimilarity between 
American and British industry, which 
makes comparison difficult. However, the 
American manufacturer has the advantage 
of commanding a vast, undeveloped and 
expanding home market. The American 
workman enjoys a wide measure of wage 
protection and continuity of employment 
through restrictive tariff and immigration 
legislation. Present prosperity and the 
shortage of skilled labor in America com- 
bine to prevent any opposition on the part 
of workers against labor saving devices 
or restricted output. Moreover, the Amer- 
ican climate rather stimulates individual 
effort. Both the American employer and 
employee regard work far more seriously, 
and working conditions and methods of 
handling employees receive far greater con- 
sideration than in English industry. The 
American workman is also more willing 
to speak well of his employer. Both 
classes tend to extol their country and her 
institutions far more than do the British. 
The more democratic relations between 
American executives and operatives, and 
the latter’s habit of investing in stocks, 
property, and luxuries on the instalment 
purchase plan discourage any ill feeling of 
American labor toward capital. By Robert 
R. Hyde. Jndustrial Welfare, February, 
1927, p. 39:6. 


The Labor Policy of the Oneida 
Community, Ltd. 

The present business corporation is a 
descendant of a group devoted to the ex- 
periment of communistic living, which 
made a business success. The labor policy 
of the present company consists not only 
of good wages and good working condi- 
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tions, but of arrangements for a good 
community life. 

Their profit sharing plan has taken shape 
in what is called the “contingent wage.” 
This consists of one-half of the earnings 
of the company after paying taxes and 
preferred dividends and seven per cent on 
the common stock and surplus. One- 
quarter of the total contingent wage is 
paid to the employees in proportion to 
their regular wages, and three-quarters 
on the basis of their service wages. The 
latter is an increase in the wage rate with 
increase in the length of service. 


Research and Experiment 


Research and New England Prosperity 

This report is one of the most fascinat- 
ing documents one could possibly read and 
indicates how intelligently the New Eng- 
land Council is going about its approach 
to New England’s manufacturing prob- 
tems. 

The objectives of the Committee’s work 
are: 

First: The ultimate aim of the research 
should be to help increase the profitable 
sale of New England goods in New Eng- 
land and the rest of the country. 

Second: Not to do the work that other 
agencies should be doing but to show con- 
crete examples of the need for research 
in order to stimulate industries themselves 
and established research agencies to carry 
research further. 

Third: To make that kind of research 
in which the disinterested position of the 
Council might be most valuable as balanc- 
ing the inevitable tendency toward preju- 
dice which all of us have in dealing with 
facts too close to our own problems. 

Fourth: To take no steps without con- 
sultation, approval and co-operation of 
leading manufacturers in the industries 
whose problems we might decide to con- 
sider. 


The service wage is the Oneida Com- 
munity’s solution of the problem of the 
labor turnover. It has a live file of ap- 
plications for work numbering two thou- 
sand names and the picked laborers of 
one hundred square miles of countryside. 
The company offers home-builders sub- 
stantial help; beneficial work is done 
through the insurance department; next in 
interest to insurance is the retail co-opera- 
tive store. Finally, there is the policy of 
low executive salaries. By Esther Lowen- 
thal. The Journal of Political Economy. 
February, 1927, p. 114:13. 


Fifth: To recognize that a hundred 
thousand dollar job could not be done for 
$10,000 nor a five years’ job in one year, 
hence to be intensive not extensive, not to 
spread ourselves too thin and not to claim 
that we had probed deeply and finally when 
we could within our own limitations of 
time and money do no more than scratch 
the surface. 

Sixth: To outline a future long time 
research program for the New England 
Council. Report of the Research Commit- 
tee, New England Council, 1925-1926. 11 
pages. 


Outstanding Facts Developed by the 
Shoe Research 


Personal contact with manufacturers and 
retailers, and the facts obtained from them 
and from other sources, show that— 

1. New England is holding its own 
with the United States as a whole, since 
the beginning of 1924. 

2. Of men’s shoes made in New Eng- 
land, all price classes are finding accept- 
ance. 

3. New England supremacy in _ all 
grades of shoes, particularly women’s 
shoes, hinges on leadership in Style and 


Quality. 
4. Present methods of styling of New 
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England manufacturers, with a few notable 
exceptions are hit-and-miss. Style research 
is necessary. Fewer and more carefully 
planned styles are needed. 

5. Seasonal fluctuations most pro- 
nounced in New England. Successful man- 
ufacturers suggest overcoming by 

(a) style control; (b) frequent buying 
by retailers; (c) advertising to develop a 
more constant demand, 


THE MANAGEMENT REVIEW 


6. The in-stock department, if efficient 
is often an essential factor in increasing 
sales and holding the good will of the cus. 
tomer. 

7. Constant study of markets will warn 
manufacturers in advance of trends in 
price and style demand, as well as changes 
in character of distribution. Report of the 
Research Committee of the New England 
Council. 


BUYING, RECEIVING, STORING, SHIPPING 


Glendale Co. Plan Educates Buyers 

The Glendale Elastic Fabrics Company 
has begun a special release service by 
which not only manufacturers of garters, 
suspenders and similar articles are in- 


formed of new patterns, but buyers 
throughout the country are sent sample 
cards. By this service, the webbing 
manufacturer virtually selects the pat- 
terns to be featured, instead of awaiting 
the choice of manufacturers of finished 
products. 


The distribution of sample cards to 
wholesalers, department stores and mail 
order house buyers eliminates several 
months’ delay between the time when the 
particular styles are new and when they 
reach the wholesaler through the manu- 
facturer of the finished product. 

The webbing manufacturer chooses its 
design and makes up a stock of webbing. 


A card containing one sample of the web. 
bing pattern and a list of other color com. 
binations are sent to buyers by the Glen. 
dale Company. These cards are in the § 
buyers’ hands about two weeks before 
their release. The plan speeds the orders 
in hand and keeps the buyer better posted, 
The Journal of Commerce, Jan. 3, 1927, 


Ironing Out the Peaks of Prosperity 


The president of the Bethlehem Steel 
Company says that hand-to-mouth buying 
provides industrial stability and ends sea- 
sonal depressions. It has compelled an 
internal balancing, a more equitable dis- 
tribution of work in steel, in railroads 
and in many industries. When this 
stabilizing influence becomes a conscious 
policy its effects are extraordinary in 
reducing costs and increasing production. 
By Augustin McNally. The Financial 
Digest, December, 1926, p. 14:3. 


MARKETING MANAGEMENT 


What Makes Distribution So Costly? 

One remedy is to be found in the use 
of selectivity of sales effort. There is too 
much carelessness on the part of the sales 
manager today as to the prospects the 
salesman shall call upon. He must deter- 
mine, also, by careful study the kind of 
sales organization best suited to the eco- 
nomic distribution of the products of his 
company; to plan that organization and 
properly train its personnel; to govern his 


expenditures not by the amount of money 
available but by the effect of the expenti- 
ture on the percentage of sales cost. By 
W. R. Hill. Printers’ Ink Monthly, 
March, 1927, p. 21:3. 


Influence of Price on Sales Volume 

The experience of 200 leading concerns 
is condensed and summarized. Under cet- 
tain conditions an increased volume will 
result from a decrease in price. In other 
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instances a decline in price has been ac- 
companied by a decrease in sales. In still 
other instances it has been found that the 
way to increase sales was to raise the 
price. In certain lines of business the 
evidence seems to establish the contention 
that prices have little or no influence on 
sales volume. 

Detailed information as to when and 
under what conditions prices are most like- 
ly to directly influence sales volume is pre- 
sented, and the reasons for this are men- 
tioned. Facts required in establishing a 
price policy are summarized, as are also 
the conditions under which decreasing 
prices are likely to affect sales adversely. 
Report No. 242. The Dartnell Corpora- 
tion. 23 pp. 


Some Don’t’s For the Sales Manager 
When Out on the Road 


First, the sales manager should not hang 
on to his friends too closely. Every effort 


should be made to turn his friends into the 
salesman’s friends, to pass on to him the 
benefits which come from long acquaint- 
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ance. Second, don’t lower the salesman in 
the estimation of the trade by bossing him 
too hard in the presence of his customers. 
Give the impression that the territory is 
not suffering in the least by the fact that 
the salesman is carrying on the work there 
rather than yourself. Third, don’t make 
spectacular concessions, that is, don’t say 
anything that sounds as though the sales- 
man’s authority amounted to nothing. 
Fourth, don’t do all the talking. Fifth, 
don’t confine yourself to big men; many 
a stock clerk feels complimented to have 
a salesman bring his manager in to see 
him. Sixth, don’t let the salesman do all 
the “toting.” Carry the sample case your- 
self part of the time. Seventh, above all 
things do not contradict the salesman in 
front of the buyer. Eighth, if you get any 
orders during your visit with the buyer 
don’t mail thera in yourself; let the sales- 
man do it. 

To sum it all up: your object should 
be to make the salesman appear as a man 
of consequence, not to make yourself ap- 
pear as such. By K. G. Merrill. Print- 
ers’ Ink, March 17, 1927, p. 65:3. 





Sales Promotion: Letters, House Organs, Advertising 


Making Distribution of Dealer-Help 
Material More Practical 

When the manufacturer agrees to 
furnish the dealer with certain dealer- 
help material and the jobber’s salesman 
sells the goods with the understanding that 
this will be done, trouble starts when the 
dealer fails to receive the material. The 
Michigan Lamp Division of National 
Lamp Works of General Electric Com- 
pany encountered such problems in its sale 
of National Mazda lamps, and has devel- 
oped a dealer-help checking and tie-up 
system which is proving satisfactory. The 
system gives a record of dealers receiv- 
ing dealer-helps, of dates on which ma- 
terial is shipped, how shipped, and other 
information. By N. W. Townsend. 
Printers’ Ink Monthly, Feb., 1927, p. 47:3. 


Planning Retail Sales Promotion Cam- 
paigns in Advance 

The safe and sane way of expansion is 
to go into new territories for business, es- 
tablish new departments and add new mer- 
chandise or price lists to already successful 
departments. This should be reinforced 
by a sound sales promotion plan, operated 
on a budget basis. Every campaign is 
composed of the ten following parts: 
1. Study of past campaign themes and sales 
records. 2. Sales quota for this year. 
3. Theme selected for this year. 4. General 
publicity features. 5. Newspaper advertis- 
ing. 6. Direct mail. 7. Auxiliary sales 
promotion. 8. Displays. 9. Signs. 10. 
Plans to enthuse employees By W. T. 
White. Kardex Institute: General Busi- 
ness Advice, Jan. 13, 1927, 4 pages. 
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Field Execution of Sales Promotion 
Plans 
Many plans developed at sales headquar- 
ters do not get a chance to produce results 
on account of the failure of. the sales man- 
ager to organize his selling units properly. 


Three principles governing this work are: 
First, control of sales promotion detail 


Benefit Systems and Incentives: 


Incentives for Salesmen 

The merits of various bonus and profit- 
sharing plans are touched upon, but non- 
financial incentives are dealt with particu- 
larly. The desire to excel is rooted deeply 
in most salesmen and is responsible for the 
success of sales contests. Effective train- 
ing is classed as an incentive to sales ac- 
complishment, which ranks superior to all 


others. Kardex Institute Managemeit 
Bulletin, March 10, 1927. 4 pages. 


Is This the Solution to the Problem of 
the Superannuated Salesman? 

The Pheenix Mutual Life Insurance 
Company has just announced a plan for 
the protection of its selling force. The 
plan includes not only a retirement income 
provision for the salesman, but also an in- 
come in the event of total and permanent 
disability: For each year of service under 
the company’s standard full-time contract 


Salesmen: 


When Legal Battles Loom as a Result 
of Discharging Salesmen 


It is told here just when the salesman 
has recourse to the courts and what the 
factors are that decide the amount of 
damages he has coming to him when his 
contract has been broken. Cases are cited 


illustrating various points, and also the 
special item regarding exclusive territory. 
By Leo T. Parker. Sales Management, 
Feb. 5, 1927, p. 252:2. 


should be decentralized. Second, a clear. 
ing-house should be established in the 
branch office for ideas on sales promotion 
work. Third, branch executives should 
make certain that their salesmen follow a 
simple and forceful presentation of the 
more important merchandising points, By 
R. C. Hay. Printers’ Ink Monthly, March 
1927, p. 40:2. 


Bonus Plans, Vacations 


before age 65, each agent is to be awarded 
three credit points. For each year of 
service after age 65, he is to have four 
points. 

At the age of 65, the agent does not 
have to quit work if he does not want to, 
Automatically, he becomes entitled to an 
income determined as follows: The total 
sum of the points he has earned through 
his years of service are multiplied by the 
percentage of his policies that have re- 
mained in force for ten years. The result 
represents the percentage of his renewal 
income that will be guaranteed to him for 
life, provided he has served the company 
at least twenty years. And this guarantee 
cannot fall below 50 per cent of his aver- 
age renewal income during the preceding 
ten years. 

This new plan eliminates money worries 
and tends to lengthen the years of useful- 
ness of the selling force. Sales Manage- 
ment, Feb. 19, 1927, p. 338:2. 


Selection, Training, Compensation 


How to Select Potential Executives 


While some men seem to have a sixth 
sense in selecting the right man for the 
right job, most men have to rely on guess- 
ing right. Some of the points to be con- 
sidered in selecting potential executives 
are: Does he learn readily and is he 
adaptable? Does he work steadily and 
hard? Have other members of his family 
been executives? Has he self-control, 
patience, and a spirit of fairness? Does 
he speak well and easily? Does he see 
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the job in its entirety? Is his school train- 
ing on a par with his experience ? 
Native equipment, home training and 
health are the main factors to be con- 
sidered in prospective executives. By Har- 
lan Hines. Printers’ Ink Monthly, Feb., 


1927, p. 50:4. 


The Salesman Who Wants More Time 
to Show What He Can Do 


How long should a salesman have to 
make good? This question was answered 
by ten sales managers, all differing widely, 
the time varying from one month to a 
year. The discussion is participated in by 
the executives of these companies: Gordon 
& Company; Stakmore Company, Inc.; 
Walker Dishwasher Corporation; Foamite- 
Childs Corporation; United States Glass 
Company; Rochester Packing Company ; 
Stone Shoe Company, Inc.; Union Carbide 
Sales Company; Remington Arms Com- 
pany, Inc.; Pass & Seymour, Inc. Sales 
Management, Feb. 19, 1927, p. 314:4. 


Aims of Retail Training 

Training aims are of importance in pro- 
viding definite goals for training depart- 
ments. There are two sources from which 
these aims may be obtained. One is an 
analysis of the aims of the store. Another 
is the opinions of experienced store execu- 
tives. The technique of finding out these 
aims and making them definite in any store 
is here described. By James H. Greene 
and Dorothy B. Walsh. The Journal of 
Personnel Research, March, 1927, p. 431:9. 


Salesmen Who Sell Themselves Instead 
of Their Goods 


Sometimes a born actor gets into busi- 
ness. He impresses his prospective em- 
ployer and presents a fine front. He is 
employed at a salary commensurate with 
the position. And then, results do not 
come. Some of the best looking business 
men one could see anywhere can’t get 
sufficient orders in a week to dull a pencil. 
On the other hand, some of the soundest 
and shrewdest men when it comes to 
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handling money or financial matters, would 
not be worth $40 a week if asked to play 
the part of bankers or men of finance. An 
old wholesale grocer in discussing different 
types of salesmen said, “I want a man 
who sells the line and not himself. If I 
have a man whom everybody in the trade 
seems to be ¢razy about I take a second 
look. Generally, I find that his business 
isn’t anything to brag about, but usually 
his traveling expenses are mighty high. A 
good grocery salesman is a man who can 
keep himself in the background while he 
makes groceries look awfully good.” By 
A. H. Deute. Printers’ Ink, Feb. 17, 1927, 
p. 112:4. 


How the Rosenbaum Store Gets 100 
Per Cent “Extras” 


This store keeps a list of hundreds of 
former employees who for some reason 
such as poor health, marriage, or other 
cause, are not on the regular payroll. 
Then when business is at a peak calls are 
sent out for these extras. It is a fixed 
policy of the store to employ only enough 


regulars to properly handle the stock in 
any day’s business, otherwise there would 
be more help than is required on dull days. 

Employment of these hundreds of em- 
ployees imposes a selling load which obli- 
gates departments only a day at a time, 
and entails no training expense. This re- 
serve army can be shifted without hazard 
to any department with the greatest ease. 
By Walter Rosenbaum. Store Operation, 
March, 1927, p. 7:2. 


This Halts Tardiness 
Bedell’s Store, Cleveland, has almost 
eliminated tardiness among employees by 
use of the simple regulation that if a 


worker is tardy three times in a month,. 


she returns home the third time, and thus 
loses her day’s pay and sales commissions. 
This plan puts up to the employee herself 
the problem of attendance, and has proven 
very effective. Store Operation, February, 
1927. 
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Our Sales Training Plan Turns Store 
Clerks into Salesmen 

The Brunswick-Balke-Collender Com- 
pany discovered that when it wished to in- 
troduce the Brunswick Panatrope to the 
public, an expensive musical instrument, it 
became necessary to train their retail sales 
force, accustomed to selling only $150 or 
$200 units. A tweniy minute presentation 
talk was formulated, incorporating the ad- 
vantages and possibilities of the new in- 
strument. Five men, chosen from the sales 
organization, were put through six weeks 
of intensive schooling, then the next prob- 
lem was to educate all the territorial men 
through these five trained representatives. 

A step further has been made by placing 
the sales story in picture form. This film 
is so constructed as to coordinate perfectly 
with the salesmanship course, consequently, 
the salesman is not at a loss to present the 
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product intelligently to the Prospective 
buyer. By C. T. McKelvy. Sales Man. 
agement, March 5, 1927, p. 409:3. 


Selling After Hours 

Gne salesman found that he could get 
a number of orders during the evening, 
after dinner, which had been refused him 
earlier in the day. He got into the habit 
of dropping in for friendly calls on those 
of his more likable prospects at the end 
of his day’s work when time hung heavy 
on his hands, and he felt a craving for 
companionship. To his surprise he found 
that these evening visits began to use up 
his order book. He discovered that when 
a man’s physical vitality is not quite a 
par, his emotional vitality is often at a 
high pitch, and this proved to be a fine 
asset in selling. By John Landels Love. 
Marketing, Feb. 5, 1927, p. 73:2. 


Books Received 


Elements of Business Training. By 
John M. Brewer and Floyd Hurlbut. 
Ginn and Company, New York, 1926. 
264 pages. $1.32. 

The Missouri and North Arkansas Rail- 
road Strike. By Orville Thrasher Good- 
en, Ph.D. Columbia University Press, 
New York, 1926. 269 pages. $4.00. 

Economic Success. By William Morse 
Cole. Macmillan Company, New York, 
1926. 385 pages. $1.40. 

Business Annals. By Willard Long Thorp. 
National Bureau of Economic Research, 
New York, 1926. 380 pages. $4.00. 

Bibliography of Industrial Hygiene. 
Vol. II, No. 3. International Labour 
Office, Geneva, Switzerland, 1926. 128 
pages. 1 Swiss franc. 

Tax Diary and Manual for 1927. Pren- 
tice-Hall, Inc., New York, 1926. 234 
pages. $5.00. 

Credits and Collections. By Richard P. 
Ettinger and David E. Golieb. Prentice- 
Hall, Inc., New York, (revised edition) 

1926. 513 pages. $5.00. 





Industrial Depressions. By George H. 
Hull. Codex Book Company, New 
York, 1911, revised 1926. 312 pages. 

The Taxation of Inheritance. By William 
J. Shultz, Ph.D. Houghton Mifflin, Bos- 
ton, 1926. 368 pages. $3.00. 

Law Office Management. By Dwight G. 
McCarty. Prentice-Hall, Inc. New 
York, 1926. 364 pages. $5.00. 

Testing Before Investing. By Edmond 
E. Lincoln. A. W. Shaw, Chicago, 1926. 
96 pages. $2.00. 

Introduction to Social Statistics. By 
Clarence G. Dittmer, Ph.D. A. W. Shaw, 
Chicago, 1926. 161 pages. $2.50. 

Wealth, Virtual Wealth and Debt. By 
Frederick Soddy, M.A. Dutton, New 
York, 1926. 304 pages. $3.50. 

Introduction to the American Official 

Sources for the Economic and Social 

History of the World War. Compiled 

by Waldo G. Leland and Newton D. 

Mereness. Carnegie Endowment for 

International Peace, New York, 1926. 

484 pages. $5.25. 
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Arbitration and Business Ethics. By 
Clarence F. Birdseye. D. Appleton & 
Co., New York, 1926. 290 pages. $2.50. 

Principles of Bookkeeping and Business 
Elementary Course. By Charles E. 


Bowman and Atlee L. Percy. American 
Book Company, New York, 1926. 283 


pages. $1.60. 
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The Office Appliance Manual. Edited by 


William Henry Leffingwell. National 
Association of Office Appliance Manu- 
facturers, 1926. 810 pages. $6.00. 

The Threat of Leisure. By George 
Barton Cutten. Yale University Press, 
New Haven, Conn., 1926. 163 pages. 
$2.00. 





Profit Sharing and Stock Ownership for 

Employees. By Gorton James and 
others. Harper & Bros., New York, 
1926. 386 pages. $4.00. 

The present volume is a revision and 
an enlargement of “Profit Sharing, Its 
Principles and Practice,” prepared by Pro- 
fessor Ralph E. Heilman and others. The 
original group with the substitution of 
James for Heilman have prepared the 
present study. The scope of the present 
volume is broader than that of the previous 
one because of the inclusion of a discus- 
sion of stock ownership by employees as 
an adjunct to profit sharing and the dis- 
cussion of the relationship of management 
sharing and profit sharing. 

Fourteen appendices present a variety of 
rules, regulations and forms used in profit 
sharing plans. 

This book is the best and most con- 
venient up-to-date presentation of the 
principles and practice of profit sharing 
in American industry. It discusses profit 
sharing as applied to all types of employees 
and to various lines of work, such as re- 
tail selling, outside selling, profit sharing 
with the management staff, with mine 
workers, with truck drivers, and many 
others. Each application is illustrated by 
reference to a particular concern in which 
the plan has been used. If one were in- 
clined to be especially critical he might 
call attention to the examples cited to 
show profit sharing in operation which in 
teality do not represent profit sharing but 
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rather plans for the payment of a bonus 
or extra compensation. 

The authors say that experience with 
profit sharing in American business con- 
cerns since 1918 has not changed their 
former conclusions that “the strength of 
profit sharing seems to vary in inverse 


ratio to the number of individuals in- 
volved and in direct proportion to the de- 
gree of managerial authority which the 
sharers exercise.” Profit sharing among 
the rank and file of employees has made 
very little headway, having been abandoned 
in most cases when depression was ex- 
perienced. But profit sharing among the 
managerial force seems to be gaining 
rapidly. 

The authors conclude that there is little 
evidence to support the theory that profit 
sharing for the rank and file either in- 
creases output or reduces waste. They 
assert that the only employers who really 
felt that it was entirely successful were 
those who had expected no direct results 
except good-will. They emphasize the 
conclusion that profit sharing to be effective 
in promoting the interest of the business 
must be coupled with management sharing 
and they assert that from the ordinary 
workman’s point of view the guarantee of 
steady employment at fair wages is more 
desirable than any schenie for profit 
sharing. 

While, in the opinion of the authors, 
profit sharing shows no real growth, there 
has been a rapid increase in employers’ 
efforts to induce employees to obtain a 








136 


share of the profits by the purchase of 
stock in the employing concern. This 
book expresses very lukewarm approval 
of this form of profit sharing, the main 
objection being that the employer is as- 
suming a very dangerous responsibility 
when he advises his employees to risk 
their savings in the stock of his company. 
However, some evidence of the usefulness 
and desirability of extending the privilege 
of stock purchase to employees is furnished 
by the large number which has grasped the 
opportunity when offered. 


The only evidence submitted by the 
authors on the sale of stock to employees 
is unfavorable. This can not be a fair 
presentation inasmuch as not all of these 
plans have had unfavorable results. For 
example, the Procter & Gamble Company 
plan (which is not mentioned although 
one of the oldest of such plans) has been 
extraordinarily profitable for the em- 
ployees, many even of the low salaried 
group achieving financial independence in 
the course of years through their stock 
purchases. There must be other cases as 
well in which the stock purchase plan for 
employees has worked out successfully. 

N. R. Wutney, Economist, 
The Procter & Gamble Co. 





Constructive Merchandising. By Robert 
E. Ramsay. D. Appleton & Co., New 
York, 1925. 677 pages. $6.00. 

The enormous range of business activity 
which performs the function known as 
“merchandising” is outlined and brought 
into compact form in this book. As dis- 
cussed therein, the term merchandising 
means the “turning of a prospect into a cus- 
tomer through the proper application of 
the five steps in a sale.” These five steps 
are: attract attention, arouse interest, excite 
desire, satisfy caution, and incite action. 

It is apparent that Mr. Ramsay presents 
the process of merchandising from the sales 
standpoint and does not weave into the 
structure of his book consideration of cer- 
tain other fundamental viewpoints in mer- 
chandising, such as the proper manipulation 
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of capital invested in merchandise SO as to 
secure a profit, or the modification of prod- 
ucts to fit an analysis of the Customer’s 
needs. From the sales viewpoint, the book 
is exceedingly comprehensive and almost 
encyclopeedic. 

Merchandising, according to Mr. Ramsay 
may be either competitive, constructive na 
cooperative. The term “competitive mer- 
chandising” indicates the price appeal, byt 
price manipulation he would regard as a 
production problem more than a distriby. 
tion problem—a viewpoint hard to justify 
in the light of his own references to the 
high cost of the distributing process com. 
pared with the production process. “Con. 
structive merchandising” he defines as “that 
process whereby a sale is built up, not 
necessarily at a higher price, but perhaps 
with an added service, an increased use, an 
improved container or any one of a number 
of constructive features added to a worthy 
product or service.” “Cooperative mer- 
chandising” considers the field from the 
standpoint of the group interests of mer- 
chants and their association together for 
the improved marketing of their products. 


Three stages of merchandising a product 


.or service are outlined: 


1. The product is placed with dealer, re- 
tailer or other distributor. 


2. “The dealer must be interested both 
through front-door calls from the consumer 
or user, and through back-door invoices 
sold by the manufacturer’s salesman.” 

3. The consumer’s demand becomes a 
dominant factor. Goods tend to care for 
themselves. 


Part I of the book discusses definitions 
and principles of constructive merchandis- 
ing, in line with this process. One chapter 
gives a picture of the classes of merchan- 
disers, who are (1) distributors, (2) sales 
channels and (3) sales people. The classi- 
fication is not very clear. 

Next are taken up the “media” by which 
merchandisers may secure the attention of 
those who may buy; this chapter is a com- 
pilation of such attention-drawing media as 
sales talks, demonstrations, exhibits, signs, 
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sales equipment, advertising, etc. The 
methods of merchandising are next con- 
sidered, involving sales plans, guarantees, 
divided payment methods, quotas, service 
ideas, etc. 

The proper relationship or mingling of 
sales methods and media is then described, 
with many concrete illustrations. 

This roughly indicates how the first five 
chapters, composing Part I, outline the field 
of constructive merchandising. The mate- 
rial of this part furnishes many suggestive 
ideas; but it is not well organized. 

The second part of the volume takes up 
the practical description of numerous 
methods and plans in constructive merchan- 
dising. These are through: sales equip- 
ment, demonstrations, strategy or policy, 
personality, sales stimulation, window dis- 
plays, magazine mass salesmanship, news- 
paper mass salesmanship, posters, outdoor 
signs, etc., direct advertising selective sales- 
manship, business papers, journals, etc., 
novelties, specialties and premiums, better 
labels, trade marks and containers. 

There is a wealth of concrete material in 
this part of the book, well illustrated with 
charts and pictures. 

The third section of the volume deals 
with merchandising practice by and to the 
following agencies of distribution: manu- 
facturers, wholesalers, department stores, 
chain stores, mail order, canvassers, branch 
offices, stores and sales agents, grocery 
stores, general stores, automotive dealers, 
garages, etc., retailers of furniture and 
other home equipment, retailers of hard- 
ware, building materials, etc., stationers 
and office equipment dealers, apparel retail- 

ers, druggists, bakeries, miscellaneous retail 
outlets, including book stores, banks, etc. 

The final section of the book is a discus- 
sion of the trend of constructive merchan- 

dising, from the viewpoint of the merchan- 
diser and the consumer ; and a consideration 
of cooperative merchandising, also from the 
standpoint of the merchandiser and the con- 
sumer. 


This volume is more useful as a practical 
catalogue of merchandising practices drawn 
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from an exceedingly wide range of dis- 
tributive activities than it is as a discussion 
of the general principles or underlying poli- 
cies of merchandising. It is so fertile in 
definite merchandising ideas that every 
progressive merchant should study it. 

In the final analysis, the function of mer- 
chandising rests upon the rendering of serv- 
ice to the consumer in return for which a 
financial return is secured. The author has 
not got down to the heart of this process. 
Chapter XXXVII is given the title “Con- 
structive Merchandising from the Con- 
sumer-User’s Viewpoint.” Why should 
there be thirty-six chapters devoted to mer- 
chandising, before presenting the basic idea 
on which the whole structure should rest? 
Even chapter XX XVII does not come to 
grips with the problem of merchandising in 
its basic elements, and the author states 
later that this chapter was “merely histo- 
rical and suggestive, a sort of supplement 
to what has gone before on constructive 
sales work herein and as a prologue to 
chapter XL, which attempts to forecast the 
future.” 

The author foresees the development of 
greater cooperation on the part of the dis- 
tributors and a trend toward mutual ob- 
servance of the golden rule among them. 

In our opinion there are deeper principles 
of merchandising than those developed in 
this book, which should be fully considered 
in a discussion of constructive merchandis- 
ing. These principles center around the 
idea that the merchandiser’s job is con- 
stantly to offer to the consumer what the 
consumer wants, at a price he is satisfied 
to pay, at the time the consumer wants it, 
and in a way which will most fully satisfy 
the consumer. If a retailer is an inter- 
mediary, he should be served in the same 
way, but as an intermediary. 

A certain chain store merchant has said 
that “merchandising consists of justifying 
your existence as a merchant in relation to 
the public.” By this he means that sound 
merchandising does more than “put over a 
sale’—it offers something more than the 
prospect could otherwise get, either better 
merchandise, or the same merchandise at 
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lower prices, or new merchandise not pre- 
viously available, or new services, or 
greater convenience to the consumer. The 
tendency is for merchandisers to regard 
their functions first from the standpoint of 
their own trade and its profits, and to pro- 
tect it; only secondly from the standpoint 
of a service continually to be adapted to 
the user. They seem to feel that merchan- 
dising is a question of putting over a com- 
modity or service rather than analyzing a 
need from some fresh angle and offering 
something that sells mostly on its own 
inner merit. 

Those who are engaged in merchandising 
also tend too much to regard their products 
as standardized in form by predetermined 
rules of production, and they tend to as- 
sume that reduction in price to the user is 
not one of the basic duties of the merchan- 
diser. The merchandiser of the next few 
years will seek to overcome these handicaps 
of the past. 


C. F. Hansen, Chief of Research, 
W. T. Grant Company. 





The Romance of World Trade. By 
Alfred Pearce Dennis, Ph. D. Henry 
Holt & Co., New York, 1926. 487 pages. 
$4.00. 


Primarily this book is an analysis of 
America’s interest in the European situa- 
tion. There are especially interesting chap- 
ters on the Problem of Waste and the 
Problem of Business Integration. 





Finding the Right Teaching Position. 
By Harlan Cameron Hines. Scribner’s, 
New York, 1926. 198 pages. $1.60. 


A volume devoted to answering the ques- 
tion, “How should one go about securing 
the first position or promotion?” The vol- 
ume shows why the careful selection of 
teachers is necessary, how the approach to 
employment should be made, what is in- 
volved in formal application for position 
and in the interview with employment 
officers; how the teacher’s work is rated 
and what the rating means, the importance 
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of elimination of waste in teaching anq 


the need for proper placement of the 
teacher. 





The Economics of Private Enterprise 
By J. H. Jones. Isaac Pitman & Sons 
Ltd., London and New York, 1926, 437 
pages. $2.25. 

This is an English textbook on economics 
and contains rather more of the Dhilo- 
sophical viewpoint than the average Ameri- 
can textbook. 


Investing For A Widow. 
Boston, 1926. 167 pages. $2.00. 
Fourteen plans are presented in this 

volume for the investment of $100,000 

which is assumed to constitute the entire 
fortune of a widow with two young 
children. 


Barron's, 


The 14 plans are selected from 
the articles submitted in a prize contest 
conducted by Barron’s in the summer of 
1925. 

In addition there are four criticisms of 
the prize-winning articles and a list of 
favorite American investments as re- 


vealed by an analysis of the articles sub- 
mitted in that contest. 





Population Problems 
States and Canada. Edited by Louis 
I. Dublin. Houghton, Mifflin, Boston, 
1926. 310 pages. $4.00. 


This volume is practically a collection 
of papers presented at the 86th Annual 
Meeting of the American Statistical Asso- 
ciation in 1924. It contains 
papers that will be of special interest to 
executives such 


in the United 


December, 


as Natural Increase of 
A Rational Immigration 


Policy; Training and Direction of our 
Labor Supply; Restrictive Immigration 
and Employment; Effect of the Employ- 
ment of Women on Population; Family 
Allowance Systems and the Future of 
Population. 


Population; 
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History of Human Society. By Frank 
W. Blackmar. Scribner’s, New York, 
1926. 507 pages. $3.00. 

A useful compendium largely devoted to 

social and political organization but with 

some high lights on industrial and labor or- 


ganization. 





The Consumers’ Cooperative Movement 
in Germany. By Theodor Cassau. 
Macmillan, New York, 1925, trans- 
lated from the German, 1924. 195 
pages. $3.00. 

This volume presents for the first time 
in the English language a description of 
the most prominent cooperative movement 
in existence. For readers in the United 
States, the book is particularly interesting 
in portraying the methods by which the 
German nature has approached the prob- 
lem of combining democratic administration 
and cooperative efficiency. 

In contrast with the long history of 
English cooperatives dating from the time 
of the Rochdale Pioneers, the German 
movement is comparatively young, dating 
from about 1895. Yet it is particularly sig- 
nificant as a political element in the general 
German workers’ movement. Primarily it 
is composed of a group of cooperative so- 
cieties organized by consumers in various 
communities ranging in size from the small 
village cooperative society, corresponding 
to the ordinary village shopkeeper, to gi- 
gantic undertakings with hundreds of shops 
over large industrial areas, as in the 
Cologne and Essen districts. Today more 
than a fourth of Germany is organized co- 
operatively. More than two-thirds of the 
membership of consumers’ societies belong 
distinctively to the working class. 

The book, after reviewing the historical 
development of the movement, discusses the 
administrative structure of consumers’ so- 
cieties, laying particular stress on purchas- 
ing, sales, and finance. A description fol- 
lows of the cooperative unions, the Co- 
operative Wholesale Society and _ the 
Wholesale of the National Union, and the 
relations between the trade unions and the 
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‘consumers’ societies. The last two chapters 

deal with the relation of the consumers’ 
movement to social democracy and public 
opinion. 


Particularly valuable for American read- 
ers is the analysis of the structure of the 
larger societies, where the problem of 
maintaining the “neighborhood” atmosphere 
of the smaller societies was met and over- 
come; the description of “vocational” man- 
agement; the organization of a “repre- 
sentative system by which contact is estab- 
lished between the management and the 
members, and by the instrumentality of 
which the mass of members exercise their 
influence without those emotional impulses 
which lead to burdensome resolutions re- 
lating to business.” The author concludes 
that, “For the workers, salaried employees, 
and similar ranks of society with a non- 
capitalist outlook, the consumers’ coopera- 
tive societies are the most important organi- 
zation for the educational development of 
these ranks for an earnest collaboration in 
the regulation of economic affairs and for 
the intervention of all, collectively, in eco- 
nomic life.” 

Cares M. MILts, 
Industrial Relations Counselors, Inc. 





Business Correspondence Handbook 
Edited by James H. Picken, M.A. A. W. 
Shaw, Chicago, 1926. 821 pages. $7.50 
Mr. Picken has made a distinguished and 

amazingly complete contribution to the sub- 
ject of Business Correspondence. It is 
difficult to think of any problem confront- 
ing a business house or a private corre- 
spondent which has not been given thought- 
ful and practical consideration in this 
volume. 

Illustrations of letters and paragraphs 
showing correct and incorrect handling, as 
well as charts and outlines, follow the text 
throughout, and one gains the impression 
that they were carefully chosen or devel- 
oped from an abundance of material and 
experience. 

The “handbook” title is somewhat mis- 
leading for this volume of over 800 pages, 
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but the contents are so skillfully indexed 
both by chapters and subject-matter that 
the book lends itself readily for reference, 
as well as being a readable and interesting 
volume for the student. 

An illustration of backgrounds is the his- 
torical chapter ascribing to William Penn 
the distinction of being the first American 
advertiser, followed half a century later 
by Benjamin Franklin, with his “Poor 
Richard’s Almanac” in 1732. However, 
“Printer’s Ink,” founded in 1888, is cited 
as marking the true beginning of Direct 
Mail Adveristing. 


The first handling is under the caption of 
“Waste,” the statement being made that 
from 50 per cent to 75 per cent of business 
letters fail because they are inefficient. By 
the later estimate of the average cost of 
the dictated letter being from 35 cents to 
75 cents, is shown the importance of the 
subject. 


As an offset to the waste factor, is given 
an interesting illustration of the power of 
a personal business letter when the writer 
“tucks himself into the envelope and goes 
along,” and the value of a direct appeal. 
Under tightened financial conditions a few 
years ago, a wholesale dry-goods house 
found itself hard pressed for ready money, 
and the credit manager’s appeals to cus- 
tomers to pay up their indebtedness did 
not bring a response from even well-rated 
merchants. The president had the book- 
keepers go through every important ac- 
count, which showed that there was hardly 
a customer who had not at some time asked 
for an extension of credit. The president 
then wrote a personal letter telling his cus- 
tomers that if they did not come to his 
rescue the business that he had spent thirty 
years in building would be wiped out and 
that he would be left penniless because he 
could not collect his money: “Now, when 
I need help, not merely to tide me over a 
few weeks but to save me from ruin, will 
you not strain a point, put forth some spe- 
cial effort to help me out, just as I helped 
you at such and such a time?” He hoped 
to collect $20,000, and on the strength of 
that to borrow $20,000, which would pull 
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them through. The result was a revelation, 
—$68,000 received within ten days, several 
merchants paying up accounts that were 
not yet due, and a few even Offering to 
“help out the firm.” Of course, past rela. 
tions had much to do with these results, 
but it is a striking example of the value 
of sincerity, effective and to-the-point ar. 
gument, and the human appeal. It makes 
one wonder whether the most skillfyj out: 
side letter expert could have done as well, 

The book seems to stress this quality of 
sincerity and character as fundamentals — 
“When all is said, it remains true that the 
great letters which have been developed anj 
used in the past quarter-century have very 
generally been devoid of all tricks or de. 
vices, being simple, clear appeals that won 
attention because they showed the reader 
advantages to be gained.” 

One of the most interesting chapters is 
that on “Complexes,” as a factor in obtain. 
ing a hearing. “A man’s hobby is a com- 
plex ready to jump in the foreground when 
some appeal is made to it.” General and 


seasonal complexes are handled, illustrating | 


that all successful mailings result from the 
happy combination of two factors,—a good 
letter and right business conditions. 
Under the “good letter” requirements 
come such psychological factors as : prompt- 
ness in reply—“Even a good letter is not 
good if it arrives a week late” ; correct and 
pleasing appearance—quality stock, print- 
ing, and make-up suggest a dependable or- 
ganization and give weight to appeal; 
simple and clear expressions, keeping the 
reader in mind—every-day, hard-working 
words and familiar illustrations have 
strength that cannot be equalled by u- 
familiar words; appealing to pleasurable 
rather than unfavorable emotions—to hope, 
ambition, prosperity, rather than to fear 
and failure; avoding a compla.ning tone, 
especially in follow-up letters—no more in- 
excusable blunder than to abuse a man for 
not answering your letters—diplomatic col- 
lection letters assume that the debtor is 
honest, seek to retain his good-will, and 
take great care not to reflect on his charac- 
ter or on his intent to deal fairly with his 
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creditors; using positive rather than nega- 
tive appeals, avoiding glittering generalities, 
misstatements, exaggeration and grandiose 
claims, etc. 

An amusing blunder is cited of a Chicago 
man receiving a letter from a New York 
clothing manufacturer beginning: “It is 
just as easy and economical for you to wear 
clothes that are made in. New York— 
America’s Style Center—clothes that set, 
not mock, fashions, as it is for you to wear 
the other kind.” A slap at the man’s local 
pride not likely to result in a sale. 

Under “seasonal” considerations may be 
mentioned a selected mailing list, market 
conditions, the time of year as well as the 
day of the week to have sales letters arrive. 
Monday being the busiest day in the week 
and Saturday only half a day in most 
offices, are cited as being the poorest time, 
Wednesday being the preferred day of the 
week. Also days following holidays, the 
vacation season, etc., are not propitious for 
obtaining attention. 

A chapter on Correspondence Supervision 
ends the volume, with very practical ideas 
on the functions and desirable qualities of 
a correspondence supervisor, organization 
of a correspondence department, training of 
dictators and stenographers, mechanical 
aids, tests and records, and economy plans. 

Mr. Picken has succeeded in making his 
book singularly free from hackneyed meth- 
ods and advertising tricks and stunts. It 
makes a dignified and thoughtful appeal for 
better and more effective correspondence, 
and problems are handled with a thorough- 
ness which should make the book of more 
than temporary usefulness. It should fill 
a prominent need in the business man’s 
library. 

ExtrripA M. SwENSOoN, 
Correspondence Supervisor, 
Northwestern National Life Insurance Co. 





Advertising Copy—Principles and Prac- 
tice. By Lloyd D. Herrold. A. W. 
Shaw, Chicago, 1926. 516 pages. $6.00. 


A comprehensive piece of work on the 
technical aspects of the preparation of 
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advertising material, including copy for 
newspapers, for magazines, for direct ad- 
vertising, for outdoor advertising, for oc- 
cupational publications and for class pub- 


It is a book for the advertising 
rather than for the sales 


lications. 
technician 
executive. 


The English Brass and Copper Indus- 
tries to 1800. By Henry Hamilton. 
Longmans, Green & Co., New York, 
1926. 378 pages. $6.00. 


An intensive piece of work in British 
industrial history including a considera- 
tion of amalgamation and combination, 
markets and commercial organization and 
wages and employment. 





How To Do Research Work. By W. 
C. Schluter, Ph.D. Prentice-Hall, Inc., 
New York, 1926. 134 pages. $1.25. 


With the rapid growth of interest in 
industrial research, there is a greater and 
greater demand for persons competent to 


do research work adequately. Even the 
most competent men are most willing to 
admit that the technique of scientific 
research in business problems affords 
great opportunity for advancement and 
that altogether too few who are charged 
with its responsibility are adequately 
equipped with the knowledge of the 
proper method of going about it. 
This volume is so obviously written 
for the man who is preparing a doctoral 
dissertation that it scarcely meets the 
needs, but at the same time, it covers 
a range of subject matter which volumes 
on statistical method never touch. Still, 
few writers who really know the subject 
have taken the trouble to set down their 
methods of investigation. They have 
been more interested in the results of 
their investigation when, as a matter of 
fact, the biggest contribution which could 
be made to the progress of management 
would be the development of a body of 
knowledge in written form concerning 
the technique of investigation of business 
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problems. The author outlines four main 
types of problems to be met— 


1. The historical. 


2. The experimental or laboratory. 

3. The survey or practical. 

4. The synthetical or philosophical. 

The volume covers 15 steps in research 

procedure, a chapter being devoted to 
each. They are as follows: 
1. Selecting the field, topic, or subject 
for research. 
2. Surveying the field to apprehend the 
research problem. 
3. Developing a bibliography. 
4. Formulating or defining the problem. 
5. Differentiating the elements in the 
problem and outlining. 
6. Classifying the elements in the prob- 
lem on the basis of their relation to 
data or evidence (direct or indirect). 
7. Determining the data or evidence 
required on the basis of the elements 
in the problem. 
8. Ascertaining the availability of the 
data required. 
9. Testing the 
problem. 
10. Collecting the data and information. 
11. Systematizing and arranging the 
data preparatory to their analysis. 
12. Analyzing and interpreting the data 
and evidence. 

13. Arranging the data for presentation. 

14. Selecting and using citations, refer- 
ences, and footnotes. 

15. Developing the form and style of 
the research exposition. 


solvability of the 


According to the author, research in 
the field of the business and social sci- 
ences is the same as research in any other 
and in all other field or fields. This 


point of view is fundamentally sound and 
it is the same point of view which is 
back of the frequent use of the term 
“engineering method” or 
approach.” 

The chapter on Citations and Refer- 


“engineering 
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ences gives some interesting detail regard. 
ing methods which, however, the author 
does not use in his own volume. Fol. 
lowing each chapter there is a list of 
references but the list of references gives 
neither the date of publication, the pub. 
lisher, nor the pages, all of which would 
have been useful to the reader who wants 
to carry his study on research method- 
ology further. 

The volume is brief and the price small 
and even though the reader will fing 
some of the terminology somewhat aca. 
demic, nevertheless, the book should be 
read by any investigator in business and 
management fields or by any executive 
who has to appraise the quality of 
research done by associates. 


W. J. Donat, 





Salesmanship Applied. By Paul W. Ivey, 
Ph. D. A. W. Shaw, Chicago, 1925, 328 
pages. $5.00. 

Salesmanship Applied is a_ practicable 
and thoroughgoing book on selling. While 
it will appeal more to salesmen, it has defi- 
nite value for sales supervisors and man- 
agers. Doubtless others will wonder what 
is salesmanship if not applied. However, 
emphasis on the application of selling prin- 
ciples is fully justified in the author’s chap- 
ters on Building Values, Why Customers 
Buy, and Selling One’s Personality. 

In the chapter on Building Values the 
following subjects are treated: Organizing 
Information for Use; Where to Get Infor- 
mation; and Attitude of Mind Determines 
Success of Value Building. Under these 
headings the author has given simple and 
effective ways of collecting and using in- 
formation about the product to be sold. 
Basic instincts are treated in the chapter 
on Why Customers Buy, in a new and en- 
tirely untheoretical manner. 

In the chapter called The Selling Process 
are covered the usual Four Main Steps in 
a Sale, Getting Attention, Arousing Inter- 
est, Creating Desire, and Getting Action. 
Additional chapters bear the following 
titles: What Is Salesmanship?; Creative 
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Salesmanship, Types of Customers, How 
to Build Personality, Opening the Sale, 
Closing the Sale, Super-Salesmanship. 

The author happily has avoided the usual 
method of writing from the general to the 
specific. His method is just the reverse, 
and because of his apt choice of specifics, 
the general selling principles carry full 
force. 

In the opening chapter the author gives 
two rather confusing definitions of sales- 
manship, but if “persuading the customer to 
accept your view-point in the sale and pur- 
chase of goods” is “treating the people the 
way they want to be treated” the objection 
is removed. ‘ 

In the preface of the book the style and 
treatment is well explained by the state- 
ment that it is a book of lectures which 
have been given as a course in salesman- 
ship under the auspices of Chambers of 
Commerce, Service Clubs, and other organ- 
izations in various cities. 

Taken by and large, the book is a real 
contribution to the field of selling. 

R. F. Lovett, Manager, 
Sales Research Department, 
The Procter & Gamble Distributing Co. 





The Coal Miners’ Struggle for Industrial 
Status. By Arthur E. Suffern. Mac- 
millan, New York, 1926. 459 pages. 
$2.50. 

This is one of a series of valuable eco- 
nomic studies published on behalf of the 
Institute of Economics. It might have 
been termed a constitutional history of in- 
dustrial relations within the industry. 


It took the miners a great many years 
to get their bearings; to realize the full 
significance of competition and what it 
meant to the individual miner in terms of 
a wage scale and continuous employment, 
together with the incidental advantages of 
better working conditions. The first at- 
tempts in unionism were failures because 
of an improper basis of organization which 
permitted the tearing down of standards 
through district bargaining. With the up- 
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ward movement of prices beginning about 
1896, the miners’ movement began to 
achieve greater unity and more substantial 
success. The United Mine Workers has 
become the outstanding example in this 
country of the industrial as distinguished 
from the craft union. 

Somewhat parallel to the development of 
the miners’ organization has been that of 
the associations of operators; but a far 
smaller degree of unity has been achieved 
on the owners’ side. In fact, in normal 
times there is no general operators’ associa- 
tion in the bituminous industry which is au- 
thorized to deal collectively with the work- 
ers. Only on the expiration of an agree- 
ment does anything like a general organi- 
zation of operators spring into being in 
connection with the Joint Conference. This 
Conference, however, on both sides, repre- 
sents only the so-called central competitive 
field, comprising bituminous operations in 
Illinois, Indiana, Ohio and Western Penn- 
sylvania. This central group controls 
wages and, therefore, prices. The outlying 
unionized districts are strictly on the out- 
side, not even looking in. 

In a formal way very material advances 
have been made in both bituminous and 
anthracite branches of the coal industry to- 
ward effective methods of conciliation. 
Arbitration within the contract prevails in 
several of the large districts, including the 
three anthracite and the bituminous dis- 
tricts of Illinois and the Southwest. It 
would appear that this continuous contact 
between the organized operators and the 
organized miners has accomplished much 
in the education of each side concerning 
the other’s problems, and of the joint prob- 
lems confronting both. 

The author’s method is cautious, imper- 
sonal and objective. He is perhaps a little 
too conservative in omitting as largely as 
he does the element of personal leadership. 
A personality like that of John L. Lewis 
through several terms of office has moulded 
the organization fundamentally, for better 
or for worse. In his administration, the 
presidency of the organization has at- 
tracted to itself tremendous power. A fac- 
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tor of considerable importance, which is 
usually overlooked, is the patronage which 


he exercises. In fact, the United Mine 
Workers’ Organization consists of two lay- 
ers of officialdom; the lower stratum of 
elective district officers, who take on the 
character of the local constituency which 
they represent; the upper, of the interna- 
tional organizers directly appointed by the 
President, whose residence in the local dis- 
trict practically assures the presence of a 
“Lewis man.” It is probably through this 
device as much as any other one thing that 
the central administration maintains itself 
in the ascendency. 

In the failure of the United Mine Work- 
ers to spread their organization over the 
entire bituminous industry, Mr. Suffern sees 
considerable of a menace to the future of 
the organization, particularly from the di- 
rection of West Virginia and Kentucky. 
On the other hand, the meeting of the 
wishes of the operators in the union fields 
in a reduction of wage scales hardly seems 
a feasible solution. The immediate outlook 
for the bituminous industry is anything but 
hopeful. 

H. S. Grivsertson, 
Director of Personnel, 
The Lehigh Coa! and Navigation Company. 





Principles of Accounting. By Eric L. 
Kohler and Paul L. Morrison. A. W. 
Shaw, Chicago, 1926. 431 pages. $5.00. 
The scope of this work may be inferred 

from a brief statement of its purpose: 

(1) To serve as a guide to the under- 

standing of the fundamental accounting 

relationships ; and (2) That the lively back- 

ground which business itself affords is a 

necessary essential for an elementary text 

in accounting. 

This approach to and the subsequent de- 
velopment of the subject make this text- 
book a worthy addition to those on ele- 
mentary accounting. Thus it merits more 
than ordinary contemplation. 

A sketchy presentation of accountancy’s 
place in the business cosmos, leads directly 
to the theory of debit and credit. In the 





development of this chapter the trend of 
discussion seems to coincide with Professoy 
Paton’s equation, “Assets = Equities,” py 
toward its close that pronounced 
Sprague, “Assets = Liabilities + Propri- 
etorship,” is chosen for use in developing 
the form of financial statement. There cay 
be no criticism for this accepted method of 
procedure. The work continues with the 
development and presentation of the sup. 
ject in methodical order. Part IT discusses 
the Journal and its subdivisions. It is wel] 
presented. Part III, “Financial Statements 
and Adjustments of Bookkeeping Records 
therefor,” should find commendation, par. 
ticularly from those in charge of industrial 
accounting departments, who appreciate the 
need of bookkeepers instructed in this man. 
ner. The. first three parts of the book, 
seventeen chapters, constitute a unit in 
which the fundamental principles of book. 
keeping have been presented. Part IV 
takes up applications of principles to vari- 
ous situations, among them accounts of a 
manufacturing business. Under that cap- 
tion exception might be taken to the state- 
ment that no general or administrative ex- 
penses should be included in the cost of 
Goods Manufactured, but inasmuch as this 
is still a rather debatable point in account- 
ing procedure, the authors perhaps very 
wisely adhere to what might be popular 
practice and therefore avoid confusion in 
the minds of those to whom this book is 
primarily directed. Part V—Valuation and 
Analysis Problems, are well set forth and 
abundantly illustrated. 

Taken as a whole, the work is a labora- 
tory system applied to accountancy; theory 
tested by practice; special emphasis being 
placed on the manner “how” rather than 
the “why” to do. In short, a readable book, 
of benefit not only to the neophyte but to 
the man of “experience”—to whom an ot- 
casional return to fundamentals may be not 
only refreshing, but profitable as well. 

The review questions and practice prob 
lems appended to the text should give fair 
test of the students’ grasp of each subject 

Emr L. Scunemer, Controller, 
P. L. Andrews Corporation 
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